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Abstract 
 
  
Globalization Strategies Utilized by Discovery Networks: A Case Study 
Jingyi Yang 
 
 
 
 
     China is an important market in the worldwide media industry due to its large 
potential audience and its recent openness to foreign media companies. Global 
media expansion has become a hot topic among foreign companies and local 
media businesses as well. This thesis examines the global media’s institutional 
logic of programming and branding for local audiences using Discovery 
Communication Inc. as an example. Rather than data consolidation, the author 
will analyze how Discovery Communications Inc. developed this genre in 
China’s three areas and built up its brand. In conclusion, the author highlights 
some new consequences of these findings for research in globalization theory 
and media economics. 
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CHAPTER 1: INTRODUCTION 
Introduction   
 
     “Nowadays, television in our world is an increasingly complex system with 
global, transnational, translocal, national, regional, metropolitan, and local space, 
dynamics, players, and flows.”1 
     In a global and cyber environment, there are both opportunities and 
challenges for media firms. Producers and networks have to develop various 
television program formats and revise some of the content to satisfy their 
audiences in different markets, because, to some extent, culture defines markets, 
principally at “local, national, regional, and cultural linguistic levels”2. 
Television production changes toward a greater national and international 
consumption market and the program content has developed transnationally and 
culturally, especially in specific production genres, such as nonfiction TV 
programs (Su, 2007). 
     The world’s top nonfiction media company, Discovery Communication Inc. 
started with a limited budget as a single channel in 1985, The Discovery 
Channel. It has now become the largest nonfiction program production company 
and one of the most influential media brands as well. Discovery was formed as a 
content provider including content production, content sales, and related product 
development and sales. Establishing an acceptable brand is the key to 
                                                  1. Joseph D. Straubhaar. (2006). World Television-From Global to Local, 
SAGE Publications, page 1 
 2 Joseph D. Straubhaar. (2006). World Television-From Global to Local, SAGE 
Publications, page 10  
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Discovery’s success; along with successful branding strategies, Discovery has 
developed value-added products and services as well, such as toys, educational 
services (Chen, 2008). 
      Discovery started as a single channel in 1985, The Discovery Channel. 
Discovery Communications Inc. was formed in 2008 as a Delaware corporation 
in conjunction with Discovery Holding Company (Discovery Annual Report, 
2012). During 1990, Discovery pursued an aggressive strategy of international 
expansion when it went into European, Latin American and Asian markets as 
well as Australia and New Zealand. Discovery Networks Western Europe 
launched in 1989 as Discovery's first international network, followed by 
Discovery Networks CEEMEA (Central & Eastern Europe, Middle East and 
Africa). Discovery Networks Asia-Pacific and Discovery Networks Latin 
America/U.S. Hispanic launched in 1994. In 2013, Discovery Nordic and SBS 
Discovery Media were launched, making 15 network brands reaching 43 million 
subscribers across 9 countries and territories. Discovery is also the number one 
international provider of HD services in 187 global markets (Discovery official 
website, 2013). 
     Discovery’s strategy is not to attract a mass audience, but to produce 
programs for people who are curious and want to learn more from TV. As a 
global brand, setting a fine line between commoditization and credibility, 
between the content unification and localization within different markets creates 
significant strategy and decision challenges for the management. While 
establishing a worldwide media brand, the most important thing is to consider the 
cultural differences, history and the background of local markets. Discovery 
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successfully solved this issue and has developed as the "Best Global Brand" after 
20 years (Interbrand, 2013). 
     China is a unique market that contains both opportunities and challenges for 
every international company because of the market potential and the complex 
business environment. For example, policy and regulation in China are different 
from any other area, and the TV industry has been in a period of growth. The 
country has thousands of years of history, which created its profound cultural 
background. It is a challenge for foreign media firms to localize content and 
make it acceptable to the Chinese audience. Foreign media companies wishing to 
enter the Chinese media market need to conduct extensive research prior to 
market entry. 
Purpose of the Study 
     The purpose of this study is to explore the development history of Discovery 
in China, summarizing its localization strategies, branding strategies and 
programming strategies from the way Discovery customizes the content for 
Mainland China and Taiwan.  
     Discovery was the first US television network to enter the Chinese market, so 
it has witnessed the changes of the media environment in China and how the 
changes affected the business. While China now has widened the door to foreign 
media companies, the analysis of how Discovery developed their business in 
China is a valuable reference for other companies, and even Chinese media 
companies as well, because international cooperation is much more necessary in 
a global environment.  
     Nonfiction entertainment must tell a true story in an entertaining way, which 
requires the content to be both accurate and interesting (Fürsich, 2003). Chinese 
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nonfiction production companies can learn something from the success of 
Discovery, such as the storytelling strategies and the topic selection process. 
     Nonfiction entertainment is different from other TV genres; culture as content 
is subject to acceptance by local audiences which can quickly determine success 
or failure. Therefore, a localization strategy plays a very important role in the 
marketing and branding process. The path of success Discovery made in China 
shows its content development strategy, and its marketing and globalization 
strategies. Discovery evaluates each new market and sets business plans 
accordingly. In China, Discovery divided the market into subsets according to 
the different business environments and created product differentiation strategies 
to target them. This thesis will examine the different strategies used in Mainland 
China and Taiwan, to show how Discovery localizes its content in different 
areas. 
Statement of the Problem 
      Problem 1: How to maintain revenue and growth in China? 
     American television networks generate revenue from three sources; fees 
charged to operators who distribute content, advertising, and other transactions 
including curriculum-based products and services (SNL Kagan, 2011). In China, 
90% of all station revenue is generated by advertising (South Newspaper, 2003). 
According to regulations on Broadcasting and Television Administration issued 
by the State Council of the People’s Republic of China, “Broadcasting stations 
and television stations shall be established by departments of broadcasting and 
television administration of people's governments of counties and municipalities 
without subordinate districts and above”; “The State prohibits the establishment 
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of foreign capital operated, Sino-foreign joint venture and Sino-foreign 
cooperative venture broadcasting stations and television stations.”3 
     The State Administration of Radio Film and Television has a series of 
regulations for foreign media firms, and censors imported programs which can be 
watched in Mainland China. In addition, receiving satellite TV signals without 
permission is against the law in Mainland China. Though foreign media 
companies are not allowed to operate television stations in China, in 2004, the 
government introduced a law named “Provisions on the Administration of Import 
and Broadcasting of Overseas TV Programs”. The purpose of this legislation was 
to promote Sino-foreign exchange for media companies, effectively opening the 
Chinese media market.  
     Within Mainland China, the main revenue stream for foreign media firms is 
content sales. As a nonfiction program provider, Discovery needs to localize its 
content and set an effective branding and marketing strategy. Audience are 
generally most interested in topics that directly affect them or are familiar, so 
using local program topics to enter a new market is considered to be more secure. 
China, with its long history, has many relics and places of interests, which 
provide a variety of program topics for the network.  China represents a vast 
opportunity as a content production base. 
     Because of its less restrictive environment for the foreign media, Taiwan was 
chosen for the trial launch of Animal Planet in 2000 and new programs were 
                                                  3 Regulations on Broadcasting and Television Administration. 2013. Retrieved from  http://www.lawinfochina.com/display.aspx?lib=law&id=6313&CGid=  
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added every year since 2003. Advertising is the main revenue source and 
continues to grow (Lin, 2007).  
     Both Mainland China and Taiwan offer opportunities and challenges to 
Discovery and the operational results from 2000 showed that they have made 
appropriate decisions before entering the market. These decisions included 
utilizing a co-production strategy, cooperating with local government, and 
hosting on ground actives to promote their brand. Maintaining a positive trend 
and growing revenue is the most important issue for Discovery.   
     Problem 2: How does Discovery maintain its leading position in the 
nonfiction entertainment industry? 
     Although high-tech can provide a more exciting experience for the audience, 
content is king. As a nonfiction content provider, the mission of Discovery is to 
satisfy audiences’ curiosity and pursue a long-term relationship with them. To 
achieve this goal, content is sourced from a wide range of third-party producers 
but Discovery developed a cohesive style and an efficient, practical standard for 
the selection of programs. 
     Content is king, and the largest single cost to Discovery is production, 
because content investment drives audience growth. High-performing series 
across the portfolio resulted in primetime viewership growth of 8% year-over-
year in 2012, which built on 3% growth in 2011 and 7% growth in 2010 
(Discovery Annual Report, 2013). Also needed is a very appropriate branding 
and marketing strategy to maintain the network’s acceptance and help to increase 
viewership. Additionally, it is very important for the network to develop related 
business areas and non-profit events, not just for the revenue, but also for 
building a successful brand. Discovery has hosted many on ground activities in 
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different local markets, such as media conferences and science and arts lectures. 
Discovery’s Education Division and Discovery Impact programs relay a positive 
image for the network. 
     Problem 3: How does Discovery localize content and make it acceptable to 
local audiences? 
     In their annual report, Discovery describes its content development strategy as 
the most important way to increase viewership, which is the key measurement to 
determine the success of a TV network. The mission of a content development 
strategy is to maintain innovation and quality leadership, and provide value for 
its distributors and advertising customers (Discovery Annual Report, 2013).  
     The acceptance of TV content is difficult to predict because of constantly 
changing audience tastes. Market research is required to localize the content into 
a foreign market and success depends on the ability to consistently create and 
acquire content that meets the preferences of viewers in the local market, which 
is hard to achieve.  
     The risk of doing business in an international environment includes trade and 
culture barriers, changes in the economic environment, and especially political 
instability in some markets, such as in Mainland China. The risks and 
uncertainties can adversely affect results (Zhang, 2009). 
Research Questions 
 
1) What are the market and profitability concerns for Discovery Networks in 
China? 
a) What is the revenue contribution of the international operations, 
particularly in China? 
b) What are the expenses of the operation?  
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2) Why is China a strong market for Discovery, and how can they operate most 
efficiently in the Chinese environment? 
a) What are the regulations on foreign media firms in China? 
b) Why is China critical to the world media market? 
c) How does Discovery maximize revenue in China? 
d) What is the branding strategy? How is the brand promoted? 
e) How do the business and media markets differ between Mainland China 
and Taiwan? 
f) What are the restrictions and limits on foreign media companies doing 
business in China? 
3) d) What significant changes has Discovery made while in the Chinese media 
market, and to what effect? 
4) How does Discovery differentiate their programming within different 
markets? 
a) Why is it important? 
b) How does Discovery revise certain content for different local markets? 
c) How does Discovery select programming for the Chinese market? 
5) What strategies did Discovery utilize in order to enter the Chinese market and 
what were the challenges?  
Definitions 
 
     SARFT: Stands for “The State Administration of Radio, Film, and 
Television”, which is a department of State Council. It is responsible for state-
owned media enterprises and in charge of censoring media content including 
TV shows, film and radio materials (SARFT website, 2013). 
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     FTA: Stands for “Free to Air”, which means the TV and radio content is 
available without a subscription (wiseGEEk, 2013). 
     DTT: Stands for “Digital Terrestrial Television”, which means a broadcast 
land-based signal. It can provide more capacity than the traditional analog 
method. “A terrestrial implementation of digital television (DTV) technology 
uses an aerial to broadcast to a conventional television antenna (or aerial) instead 
of a satellite dish or cable television connections.”4 
     FTA DTT system: Stands for “Free To Air Digital Terrestrial Television”, 
free DTT service. 
     CAGR: Stands for “Compound Annual Growth Rate”, which is a 
measurement of rate of growth or decline (mbalib, 2013). 
     Value-added service: All services beyond standard or core service at little or 
no cost (mbalib, 2013). 
     DTH: Stands for “Direct to Home,” a service that utilizes a satellite receive 
dish at the home for the purpose of receiving programming (wiseGEEk, 2013).   
     ARPU: Stands for “Average Revenue Per Unit or User”, which is the total 
revenue divided by the amount of subscribers. It’s a measurement usually used 
by distribution companies (mbalib, 2013). 
     IPTV: Stands for “Internet Protocol television”, which is a television service 
delivered by Internet instead of traditional means such as terrestrial, satellite 
signal, and cable (wiseGEEk, 2013). 
                                                  4 What is Digital TV? (2013). One. Retrieved from http://www.onetv.com.kh/main.aspx?id=11  
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Limitations 
 
   Discovery-Asia is headquartered in Singapore, making it difficult for the 
researcher to secure in-person interviews. Marketing strategy and content 
selection principles can only be summarized based on second-hand research, for 
example, other researchers’ interview notes.  
   Additionally, some information is unavailable to the public, such as audience 
and financial data.  
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CHAPTER 2: LITERATURE REVIEW 
     There exists in China a great opportunity for the expansion of multinational 
media companies. On November 18, 2004, China opened the door for 
international capitalists and entertainment companies (Peng, 2006). Global media 
expansion is connected to other trends such as the fragmentation of audiences 
(Fursich, 2003). In 1995, China recognized the fragmentation of audiences and 
began to develop professional channels targeting specific audiences. After years 
of development, there are also many problems, as many professional channels 
are not professional; the name falls short of the reality, for example, nonfiction 
films channels also broadcast reality shows (Peng, 2006). China is a potential 
market with the spiritual and cultural needs of audience, but lack of quality 
programming at that time.  For a leading nonfiction programming network, the 
opportunity for entering China had arrived. 
     Network launches feature diverse strategies, including new product 
investment and development, offering new service, and market segmentation 
(Chan-Olmstead & Chang, 2003). Those diverse strategies can decrease the risk, 
and corporations can have a much more stable financial report. Global media 
localization has included global co-production, and the creation of localization 
strategies for different local market segments. For example, Discovery entered 
Hong Kong with local language programming and hosted activities with pop 
stars, and entered Taiwan with local topic programming. Global media 
localization strategies also include co-investment, program content and local 
sales (Shrikhande, 2001). 
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     In general, the biggest advantage of global media corporations is that they 
already have a successful brand. The parent company has already set up an 
acceptable brand and also has a solid foundation, such as financial resources, 
management systems, and a content library. For them, global expansion is mainly 
about expanding revenue, which means to sell the current content (or revise 
current content) into new markets. Additionally, the brand value of the parent 
company is good for cross selling in the local market (Chalaby, 2003; Chan-
Olmsted & Chang, 2003). 
     Localization strategies mainly include product / brand strategy, price strategy, 
distribution strategy and public relations strategy (Moran, 2006). There are many 
differences between western countries and China in politics, economics, culture 
and the legal environment. Understanding these differences is very important 
when a foreign media company enters the Chinese market.  
     Establishing an acceptable brand is the key to success for foreign media firms. 
Discovery’s branding strategies in China can be summarized as brand 
positioning, brand marketing, brand image, and brand extension, including value-
added services, DVD and other production sales, and multiple distribution 
platforms (Xu, 2006). The branding strategies Discovery utilized in Hong Kong 
is an example to illustrate “integrated marketing”, which is “the development of 
marketing strategies and creative campaigns that weave together multiple 
marketing disciplines (paid advertising, public relations, promotion, owned 
assets, and social media) that are selected and then executed to suit the particular 
goals of the brand”5. Discovery first entered the Hong Kong market with an 8-
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hour local language program in 1995. Discovery then promoted the brand 
through hosting big events with local government and nonprofit organizations, 
producing public service announcements, honoring Hong Kong’s most famous 
star Jackie Chan as “Hong Kong tourism ambassadors” and producing travel 
programming (Xu, 2006). 
     There are many examples of the branding strategies that Discovery utilized in 
China, most of which focus on a certain case or project. The most famous one is 
“The Next Director” plan, which is a co-production project started in 2003, 
inviting Chinese producers and directors to produce qualified nonfiction 
programming for Discovery (Liu, 2009). “The Next Director” plan that 
Discovery utilized in China was successful because those events and projects 
built a trusted brand image, which is not only good for attracting an audience, but 
can also be good for government relations. It provides an opportunity for 
cooperation between the government and Chinese media companies. Promoting 
actives such as giving lectures at film academies and museums is a good way to 
build relationships and partnerships with the Chinese government and with media 
industry insiders. These lectures, coordinated with top film academies in China, 
such as the Beijing Film Academy, invited famous Chinese directors along with 
directors from Discovery, to collaborate with media and film students and 
independent producers. Each year, co-production themes were designed around 
the development of China, and changes in people’s daily lives. Those themes 
demonstrate the eagerness for knowledge about China, therefore it is easier to get 
production approved by the Chinese government. For example, the winning 
                                                                                                                                    5 Brian Bennett. (2013). Retrieved from http://blog.stirstuff.com/2013/04/16/time-to-redefine-integrated-marketing/ 
 14 
project of 2007 was about a local football team. At that time, China was 
preparing for the 2008 Beijing Olympic Games and there was a slogan “Mass 
Sports Go with the Olympic Games” (Cui, 2007).  
     In addition to setting up content partnerships in China, Discovery also sought 
other cooperative opportunities. In 2008, the number one Chinese search engine 
Baidu.com secured a strategic joint venture with Discovery to launch 
discovery.baidu.com, which is an online platform carrying nature and science 
related information under the Discovery brand (SNL Kagan, 2010).  
     Advertising revenue has lagged in China, despite growth in other areas 
(Zhang, 2009). Generally, TV content providers have two main revenue sources; 
subscriber fees and advertising revenue. According to the regulations and laws, 
foreign media firms are not allowed to do business as independent TV channels 
in China, so it is hard for Discovery to make a profit through both subscription 
and advertising revenue. Zhang concluded that China represents a vast 
opportunity as a content production base rather than an ad sales base (Zhang, 
2009). 
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CHAPTER 3: METHODOLOGY 
Introduction 
     This research uses the extended case study method and uses Discovery 
Communication Inc. as an example to show how global media firms develop 
business in local markets, including: how to define each local market, how to 
localize the content, how to create a branding strategy, and how Chinese 
television stations can benefit from Discovery’s experience. 
     As nonfiction entertainment is a unique TV format, the study attempts to 
balance its uniqueness and universality. Using data and results from related 
research articles, the research will summarize the localization strategy through 
analysis of financial performance, operations and production. 
Data Collection Procedure and Data Analysis 
    The data related to financial performance are mainly from Discovery’s annual 
report (2012). The analysis focuses on revenue sources and breakdowns between 
international and domestic.   
     The data related to the business performance in China, such as audience 
ratings, advertising income and sales revenue mainly come from previous 
research articles and books, some of which are published by The State 
Administration of Radio Film and Television of China official website.  
     Other information such as Discovery’s business strategies (including branding, 
marketing), and content development strategies are summarized from online 
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video interviews, speeches and research articles because no in-person interview 
was conducted successfully during the research. 
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CHAPTER 4: RESULTS  
General Information  
 
     In 1994, Discovery Communications Inc. set up Discovery Channel Asia in 
Singapore; in the same year, Discovery Networks Asia-Pacific was established. 
“Today, eight network brands reach 565 million cumulative subscribers across 
35 countries and territories.” 6 To reach this achievement, Discovery 
Communications Inc.'s globalization strategy mainly focused on the following 
methods:  
• Shaping the global brand. 
• Integrated marketing  
• Reduce production costs through multinational cooperation and 
technological synergy. 
     “Global media expansion is connected to other trends such as the 
fragmentation of audiences, industry consolidation and greater profit 
expectations. One of the genres fitting these new programming demands is so-
called nonfiction entertainment.” 7Nonfiction entertainment is mainly about 
telling a story in a way that combines entertainment and education. “Discovery’s 
nonfiction entertainment is programming sold to the world, which breaks with 
traditional US nonfiction programming to produce a new genre often imitating 
European public service broadcasters. As such, Discovery’s nonfiction 
                                                  6 About Discovery Communications. (2013). World Press. Retrieved from http://pr24x7.wordpress.com/2013/01/22/discovery-kids-takes-you-onan-excitingvoyage-with-the-adventures-of-tintin/  7 Elfriede Fürsich. (2003). Between Credibility and Commoditization: 
Nonfiction Entertainment as a Global Media Genre. International Journal of Cultural Studies, Page 2  
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entertainment changes televisual aesthetics in all countries in which it operates. 
Moreover, such programming is serious competition to US public service 
broadcasting and has altered the situation of producers of nonfiction programs in 
the US and abroad.”8  
      In a world of linguistic diversity and more competitive television industries, 
Discovery has found a new way to do its business, which is more efficient and 
profitable: coproducing local-language programs with domestic companies and 
other forms of partnership (Discovery Annual Report, 2012). This strategy is 
illustrated by “think globally, program locally” and is currently being used 
successfully within the global television industry. 
     In 1989, Discovery Networks Western Europe was launched in London, the 
first step in Discovery’s movement to become an international network. After 
years of development, Discovery Networks International encompasses four 
regional operations; Western Europe, Central & Eastern Europe, Middle East and 
Asia. In these main regional areas, Discovery has covered all the major cable and 
satellite markets. Sweeping six continents, Discovery has 42 offices outside the 
U.S. with regional headquarters located in London, Warsaw, Singapore and 
Miami. “Discovery Networks International operates one of the most extensive 
international television businesses in the media industry, delivering quality 
content designed to inform, entertain and inspire the world. Reaching over 1.3 
billion cumulative subscribers in 217 countries and territories, Discovery delivers 
global appeal and local relevance, connecting with diverse audiences by 
providing context for the ever-changing world. Led by flagship network 
                                                  8 Elfriede Fürsich. (2003). Between Credibility and Commoditization: 
Nonfiction Entertainment as a Global Media Genre. International Journal of Cultural Studies, Page19 
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Discovery Channel, Discovery distributes 26 international television brands, 
including Animal Planet, TLC, Discovery Travel & Living, Discovery Home & 
Health, Discovery Real Time, DMAX, Discovery Science, Discovery World, 
Discovery HD, Discovery History, Discovery Turbo and Investigation 
Discovery. The company employs an extensive localization strategy by offering 
customized schedules and programming in 45 languages worldwide via 184 
distribution feeds. Discovery is also the number one international provider of HD 
services in 165 global markets. Discovery HD, the company's international high-
definition network, maximizes the potential of high-definition technology by 
showcasing dynamic content from the company's library of thousands of hours of 
visually compelling HD programming.”9 
     As a global nonfiction media and entertainment company, Discovery 
Communications Inc. began to develop their globalization strategies in 1994. 
“International Networks generated revenues of $1,637 billion in 2012, which 
represented 37% of our total consolidated revenues.”10 Discovery 
Communication Inc.’s International Networks segment includes national and 
pan-regional television networks. Discovery Channel, Animal Planet and TLC 
are the three top channels in the international markets, which are distributed in 
almost every pay-television market in the world. They also have international 
operational centers in London, Singapore and Miami.  
     There is a significant amount of content translated into several languages, in 
order to make it more accessible to local markets worldwide. They also create 
                                                  9 Discovery Official Website. (2013). Retrieved from http://corporate.discovery.com/brands/international/ 
 
10 Discovery Annual Report. (2012). Page 39  
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local programming tailored to adapt to individual market preferences (Discovery 
Annual Report, 2012). As a result, “International Networks has one of the largest 
international distribution platforms of networks with as many as fourteen 
networks in more than 200 countries and territories around the world. As of 
December 31, 2012, International Networks operated over 180 unique 
distribution feeds in over 40 languages with channel feeds customized according 
to language needs and advertising sales opportunities.”11 
     According to their annual report, Discovery mainly generates revenues from: 
“(i) fees charged to operators who distribute our network content, which 
primarily include cable, DTH satellite and digital service providers, (ii) 
advertising sold on our networks and websites, and (iii) other transactions, 
including curriculum-based products and services, affiliate and advertising sales 
representation services, content licenses and the licensing of our brands for 
consumer products. During 2012, distribution, advertising, and other revenues 
were 49%, 46% and 5%, respectively, of consolidated revenue. No individual 
customer represented more than 10% of our total consolidated revenues for 2012, 
2011 or 2010.”12 
     Unlike other entertainment programs in the process of globalization, 
localization strategies are much more important to nonfiction programs, 
especially educational programs and cultural documentary films. Producers and 
networks must consider culture, history and background. It is also necessary to 
analyze the barriers and how to successfully distribute the content to different 
                                                  11 Discovery Annual Report. (2012). Page39 
 
 
12 Discovery Annual Report. (2012). Page40 
 
 21 
countries and make it acceptable to local audiences. During the process of 
globalization and localizing content, there are several main factors that global 
networks must consider. “The literature on media globalization uses the concept 
of localization to discuss four distinct processes: globalization, domestication, 
hybridization and local production.”13 Thus, there are difficulties and 
disadvantages for nonfiction programs to market globally, including the high cost 
of production, smaller audiences, and localization of content. The success of 
global business is based on how well they transform and adjust the content to 
satisfy local audiences all around the world and thus to guarantee profitability. 
Though it is difficult, Discovery Communications Inc. seems to have employed a 
successful globalization strategy because it has been viewed as the most 
successful foreign media brand in China and most of the local TV stations are 
now carrying Discovery’s programming (Chen, 2008). The author will utilize 
China as an example to analyze Discovery’s globalization strategy and how they 
localize their programs to certain areas. In China, one of their international 
markets, they adopt totally different strategies in different market regions, for 
example, Taiwan and Mainland China.  
Financial Analysis  
     “Discovery Communications Inc. generate revenues principally from three 
parts, which are fees charged to operators who distribute content, which 
primarily include cable and DTH (direct-to -home) satellite service providers and 
                                                 
 
13 Albert Moran. (2006). TV Formats Worldwide: Localizing Global Programs, 
page 60 
 
 
 22 
digital distributors. “14 The second revenue source is advertising sold on their 
networks, websites and other digital media services, and other transactions, 
including curriculum-based products and services, affiliate and advertising sales 
representation services for third party networks, content licenses, postproduction 
audio services, and licensing of their brands of consumer products.15 
     The largest component of distribution revenue is from distribution rights. 
Distribution revenue is comprised of fees charged for bulk content arrangements 
and other subscription services for episodic content. In the U.S., approximately 
90% of distribution revenue is generated from the top ten distributors. Outside 
the U.S., less than 50% of distribution revenue comes from the top ten 
distributors. International distribution revenue increased $238 million in 2012. 
“And during 2012, they extended and expanded an agreement to license selected 
library titles, and as a result, license revenue increased $84 million.”16 
     The other important revenue stream is advertising, including consumer 
advertising, which is mainly sold on a national platform in the U.S. and on a pan-
regional or local-language feed basis in International markets. Advertising 
revenue increased $207 million in 2012. “In the U.S., advertising revenues are a 
function of the size and demographics of the audience delivered, quantitative and 
qualitative characteristics of the audience of each network, we sell advertising 
                                                  14 Discovery Annual Report. (2012). Page12 
 
 
15 Discovery Annual Report. (2012). Page13 
 
 
16 Discovery Annual Report. (2012). Page13 
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time in both the upfront and scatter markets. ”17In the upfront market, advertisers 
buy advertising time for the upcoming season, and by purchasing in advance, 
often receive discounted rates. In the scatter market, advertisers buy advertising 
time close to the time when the commercials will be run, and often pay a 
premium. The mix between the upfront and scatter markets is based upon a 
number of factors, such as pricing, demand for advertising time and economic 
conditions.”18 “Advertising revenues outside of the U.S. are dependent upon a 
number of factors, including the stage of development of pay television markets, 
the number of subscribers to our channels, viewership demographics, the 
popularity of our programming, and our ability to sell commercial time over a 
group of channels. In developing pay television markets, “increases were 
primarily due to worldwide increases in pricing, higher sellouts at U.S. networks, 
and international expansion and rebranding of networks.”19  
     Advertising revenue increases are tied to subscriber growth, and the resulting 
shift of advertising spending from broadcast to pay television. Discovery’s 
success and profitability depend on the U.S. and foreign audience’s acceptance 
of their content, which is often difficult to predict as consumer tastes and 
preferences change.  
Programming Strategies  
     In order to stand out in this competitive environment and unpredictable 
industry, Discovery Communications Inc. adopts several methods: 
                                                  17 Discovery Annual Report. (2012). Page69 
 
 
18 Discovery Annual Report. (2012). Page13 
 
 19 Discovery Annual Report. (2012). Page49 
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     1. In the process of production, they differentiate themselves from common 
educational programs. Their content positioning is “nonfiction entertainment 
media” rather than educational programming. Programs have a storyline to get 
and keep audience attention. The network offers a mix of genres, providing 
nonfiction content that informs and entertains viewers about the wonder and 
diversity of the world. They pursue a balance of education and entertainment, 
science knowledge and common culture. They produce high quality content 
according to this principle. 
     2. “Curious” is their key word. Even though it is hard to measure, they have a 
rule that requires each program to grasp the audiences’ attention in 30 seconds. 
Producer’s written guidelines state that, “Our viewers have told us that they want 
programs that are as much about the WOW as the HOW. This means credible 
information and strong storytelling delivered in an entertaining package.” “Our 
job is to give the viewer an experience topped with information he wasn't 
expecting. The story is paramount; it must be credible, relevant, intriguing, with 
a unique perspective or a surprising twist.”20. Even though they produce 
educational programs, they don’t want to provide a “serious lecture” to the 
audience. It is hard to find a measurable and reliable way to test this strategy, but 
it is very important to Discovery’s success. 
     3. They have a very strict judging process to review potential topics and 
themes. Many critics and experts are involved in this process as well as the 
producers, who need to illustrate the idea, style, story structure, shooting method, 
possible interviewee and script. This process can guarantee the reliability and 
                                                  20 Producer Guidelines. (2012). Retrieved from http://www.discoverychannel.ca/Article.aspx?aid=13726 
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accuracy of the content. For example, whenever a UFO topic is involved, such as 
in the UFO series “Unsolved History: Roswell UFO Incident ”, and the science 
series “Cosmos: The Unlimited Space”, they list references and sources carefully 
to show their objectivity and reliability.  
     4. They have an excellent production team. Their advantage and core 
competency is based on their production system, in which the producer plays the 
most important role. Many programs’ production process is 2-3 years long, 
which can help guarantee the quality. 
     5. Branding strategy. They express their high level, high quality, professional, 
authority through the content. Beginning with the topic selection, production 
process and ending with the on air product, the brand image is their first priority. 
Additionally, they demonstrate human concern in their programs, and produce 
and carry public service announcements, which is an efficient branding strategy.      6. Marketing strategy. Discovery Networks’ operates multiple channels utilizing new technologies and distribution platforms. Their business is focused on TV, and they face emerging competition from new media. Programming offered over the Internet has become more prevalent as the speed and quality of broadband networks has improved. Despite traditional distribution methods for service and content, they develop new media channels to distribute their programs and services. For example, in 2012, they announced that they acquired online video company Revision3 (Techcrunch website, 2012).  The move can be viewed as a sign that 
Discovery has expanded beyond its cable TV roots.In a press release, Discovery 
says that its “mission to ignite viewers' curiosity and its history of pioneering 
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new platforms - from cable to HD to 3D - make it the logical leader in this 
explosive new wave of digital video growth.”21 
     7. Content development. Production costs are significant for Discovery. In 
2013, Discovery invested more than $850 million worldwide in new content 
(2013 annual report). Discovery now has an extensive library of content and 
owns the rights to the majority of its programming and footage, which enables 
them to exploit the library and to launch new brands and services into new 
markets quickly. The same content can be translated to different markets over 
different channels or even different platforms. For example, a collection of great 
documentary films can be broadcast on cable TV, online and produced as a DVD 
version in the U.S. or outside the U.S. This global integration, which is called 
global dissemination of formats, provides for the standardization of content that 
can be applied to many other areas (Shamshudeen, 2011). 
     8. Localization strategy adjusts content to suit local audience behavior and 
culture. For example, in 2004, Discovery partnered with the Information Office 
of the State Council. The office was looking for an international mainstream 
media firm to help with building a new worldwide image for China. They valued 
Discovery’s content quality and international distribution. Discovery has co-
produced two nonfiction films with them since 2004; a 4-episode series titled 
“Unlimited Olympics” in 2007, and “Man Made Marvels: China” in 2008. 
“Unlimited Olympics” has illustrated “Scientific Olympics” and “Humanity 
Olympics”, which were the slogans for the 2008 Beijing Olympic Games. “Man 
Made Marvels: China” showed the famous traditional architecture in China, such 
                                                  21 Discovery Channel purchases Revision3 for roughly $30 million. (2014). Dante D’ Orazio. The verge. 
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as the great wall and The Leshan Giant Buddha. This film introduced modern 
architecture in China to the global audience, such as the Shanghai World Expo 
Site, and the Beijing Capital International Airport T3 terminal. 
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CHAPTER 5: DISCUSSION  
Market Analysis 
      Market Potential 
       According to data collected by China’s State Administration of Radio, Film and 
Television, with 381.7 million TV households and 215.2 million multichannel 
subscribers at the end of 2011, China has the world's largest multichannel population. 
Its multichannel revenues ($7.1 billion in 2011) remain a clear second in Asia to 
Japan ($7.4 billion) (SARFT official website, 2013). 
    The Pay TV and DTH markets are important to Discovery Networks. Distribution 
revenue represents a significant segment of the revenue within the international 
market, and the largest component of distribution revenue represents 61% of total 
revenue (Discovery Annual Report, 2013), including fees charged to cable, DTH 
satellite and other service providers. SNL Kagan analysis indicates that the new 
national pay DTH service and IPTV have become significant television delivery 
media. “Cable digitization initiatives are forecast to boost cable ARPU over the 
coming ten years while IPTV, DTH and FTA DTT systems increase consumer choice. 
With platform development and increasing adoption of service bundles contributing 
to strong multichannel growth, penetration of pay TV households is forecast to 
increase. (Table A). The pay TV subscriber base will be 317.4 million by 2021, thus 
the pay TV revenues will surpass $9.3 billion by 2013 and hit $18.1 billion by 2021, a 
9.9% 2011-2021 CAGR.”  22  
   
                                                  22 Analysis of the Chinese TV Market. (2013). SNL Kagan 
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Table A: Multichannel Forecast Table (China) (SNL Kagan, 2013) 
 2013 2015 2017 2019 2021 Population 1,368,674,273 1,385,147,637 1,401,819,274 1,418,691,571 1,435,766,943 Occupied Households 420,552,122 430,280,439 440,233,794 450,417,392 460,836,559 TV Households 390,502,009 399,535,199 408,777,347 418,233,287 427,907,964 IPTV Households/ Broadband Households (%) 
8.4 7.7 7.8 7.9 8.4 
IPTV Revenue ($000) 1,487,895 1,808,489 2,163,736 2,469,538 2,766,949 DTH Subscribers 4,053,654 4,579,378 5,700,745 6,080,703 6,221,782 DTH Revenue ($000) 93,473 154,509 225,195 260,547 274,006        The demand for entertainment within the media market has increased significantly. 
The separation of content provider and distributor provides an effective method to 
produce quality entertainment programs.      
     By Chinese law, the roles of content provider and distributor have been combined. 
Provincial radio and TV stations are owned by the government, with each station 
producing its own programming, and broadcast through their own platforms, resulting 
in a lack of competition. A significant change occurred in December 2008, when the 
top radio program “Music Radio” became a separate entity from China National 
Radio; since that time, regional television operators have adopted a similar strategy. 
 30 
At the same time, independent program production companies were founded, thus, 
multiple entertainment shows have been created since 2008. 
     Due to the keen competition, programming considered vulgar has become a social 
issue. SARFT defines vulgar programming as “magnified distorted ethics and moral 
values” and “caused extremely negative social effects”23. Because of this situation, 
many high quality documentary programs received praise; this kind of show balances 
the entertainment and education function, and has become a trend in China’s 
entertainment TV programs. 
     Regardless of the population or industry environment, China remains an attractive 
market for Discovery Networks. The challenge of localizing content to make it 
acceptable to the Chinese audience is of paramount importance. The former Vice 
President in charge of the Asia Pacific area, Tony P. H. Law admitted in an interview 
that it is not easy to do business in China because of the culture differences, so brand 
building is very important (BJNews, 2005). 
     Policy & Technology Support 
 
     China is one of the world’s most isolated media markets: it has seen limited 
adoption of digital platform (Table B) and double- and triple-play packages. “China 
will have 115 million triple-play subscribers by 2018,with only 9 million recorded at 
end-2012.”24 
 
 
 
                                                  23 The regulation on TV programming content for 2014. (2014). SARFT   24 Triple-Play forecasts 2013. (2013). Digital TV Research 
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 Table B: Digital platform forecast (China) (Analysis on the development of TV industry, 2013) 
 2013 2015 2017 2019 2021 TV Households 390,502,009 399,535,199 408,777,347 418,233,287 427,907,964 Digital Subscribers 124,292,419 177,606,234 231,989,474 263,832,532 274,078,902 Digital Premium Revenue ($000) 
431,908 672,132 1,031,886 1,323,598 1,552,162 
Broadband Cable Households 
20,906,581 34,196,813 46,688,350 54,722,831 59,246,539 
FTA DTT Households 109,230,563 150,874,204 190,513,539 206,925,974 220,270,797 
 
     Additionally, China is well known for its restrictions on satellite video 
transmission. Regulations have limited pay-DTH equipment distribution to foreign 
nationals. Although there was no legal pay DTH services for the general population, 
China's State Administration of Radio, Film and Television has now published a new 
series of regulations and policies, including  “The Provisions on the Administration of 
Sino-Foreign Cooperation in the Production of TV Plays”, and “The Provisions on the 
Administration of Importation and Broadcast of Foreign TV Programming”, which 
contain language indicating the loosening of control over pay DTH services. The 
China Direct Broadcast Satellite Co. Ltd (China DBSat), China's only mainland-based 
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DTH satellite operator, launched the ChinaSat-9 satellite in June 2008. Through this 
platform, the SARFT-sanctioned FTA DTH service launched. This represented the first 
opportunity for China to distribute certain channels to reach communities using free-
to-air (FTA) satellite. As of October 2012, SARFT-sanctioned FTA DTH households 
were able watch over 40 channels. By 2016 it is projected that the number of FTA 
satellite households will increase to 41.7 million before climbing to 46.2 million by 
2021(SNL Kagan, 2013). China has become a market with growth potential and 
competition as well, especially after 2004, when SARFT's foreign media investment 
regulations were published, thus widening the opportunities for foreign media 
investment.  
     Faced with a highly fragmented cable market where almost every city has its own 
network, in order to better practice the separation of production and distribution, 
SARFT announced a stimulus plan on July 29, 2009. This plan was approved by State 
Council and was designed to encourage cable network consolidation within each 
province. By the end of 2012, over 20 provincial cable companies had been formed, 
including Beijing and Shanghai. SARFT has also drawn up a plan for consolidating all 
the nation's provincial cable providers into a nationwide cable conglomerate. 
     Meanwhile, China's State Council stated “backing implementation of the three-
network convergence policy”, the government has attempted to update the network by 
allowing telcos and cable broadcasters to enter each other's businesses. “During the 
first quarter of 2010, China's State Council announced its pursuit of three-network 
convergence (telecom, broadcast TV and Internet), to be executed in two phases: 
2010-2012 trials aimed at informing regulatory frameworks; and 2013-2015 
widespread commercial deployments. Field trials began July 1, 2010, in 12 cities 
including Beijing, Harbin, Shanghai, and Shenzhen. In Dec. 2011, another 42 cities 
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were selected for the second-round field trial, including the most of important cities in 
each province.”25 
    In addition to the lightened government restrictions for foreign media companies, 
technology development and infrastructure upgrades have played an important role in 
widening the opportunities to foreign media investment. China is now in the midst of 
the world's largest cable infrastructure upgrade, which began in conjunction with the 
2008 Beijing Olympics. As a result, at the end of 2011, 56.8% of cable subscribers 
had migrated to digital and there were 114.5 million digital cable households (SARFT 
official website,2013). 
Discovery in China 
     Discovery entered the Chinese market in 2000, although limited by policy and 
regulation. Discovery mainly produced DVD’s as an early experiment, in cooperation 
with the Beijing Jingwen Studio Company for 3 years. As a result, thousands of 
episodes of Discovery Network branded content were released. In 2009, they 
established their Chinese official website with the support of a popular Chinese 
website- Baidu, known as Discovery Channel China version (discovery.baidu.com). 
Their cooperation model included value-add service and pre-movie advertisements. 
 At the end of 2009, 20 provincial cable companies were carrying Discovery 
programs, reaching 45 million households and 100 million viewers. (Zhang,2009).  
     Content is King 
     Discovery’s programming features science, exploration, adventure, history and in-
depth story telling about people, places and organizations all over the world. Much of 
the work shows culturally neutral and maintains its relevance for an extended period 
                                                  25 SRARFT official website. (2013). Retrieved from 
http://gdtj.chinasarft.gov.cn/index.aspx 
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of time, pursuing a long-term audience rather than catching the eye with salacious 
topics. Discovery Networks have several principles of storytelling, as announced by 
Discovery’s Asia Pacific Vice President Vikram Channa during a lecture in Beijing. 
Discovery’s content is made for a “surfing” cable audience, who are “Glocal”, thus 
requiring local flavor, but global appeal. It is important to balance the story and 
information to keep entertainment value and high quality as well. Every product must 
have a long shelf life, which means that it can be re-edited and updated to provide 
different versions of a certain project or topic that can be revised for use in different 
local markets. In order to achieve high content value, significant effort is placed on 
production, taking 5-12 months.  Content expense is the largest single cost, including 
content amortization, content impairments (impairment is the diminishing in value of 
an asset; for a content provider, it means the content’s revenue or value will be 
decreased over time) and production costs (Discovery Annual Report, 2012). 
     One content development strategy utilized by Discovery is to partner with third-
party producers, including some of the world’s best nonfiction production companies. 
China not only expands the use of content from the U.S. Networks, but also provides 
a wide range of content possibilities. Discovery also produces local content tailored to 
individual market preferences. China is a country with varied culture and nature, and 
its past is distinguished by more than longevity, resiliency, and culture. To Discovery, 
China is more than a local market that can distribute the U.S. networks’ content to, 
but a significant source library that can provide unlimited historical and cultural 
related topics (Zhang, 2009). 
     Branding 
     Brand positioning is a key process by which a company tries to create an image or 
identity in the minds of their target market for its product, brand or organization. 
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What Discovery wants to show is the high quality of the real story, where audiences 
can learn what they want from a vast amount of content, where all programs are 
interesting. Former Vice President Tony P. H. Law summarized the branding 
strategies as; DSC on-air promotions; cross-channel promotions; online promotions; 
on ground activities; press releases; and public services ads. The public service 
advertisements (PSA’s) played a very important role when Discovery first entered the 
market; they produced several public service advertisements involving many Chinese 
stars with famous non-profit organizations. 
     On ground activities are a very effective way to close the gap between Chinese 
general audiences and this American brand. This strategy began with a technology 
exhibition named “Discovery “, which was hosted at the China Millennium 
Monument on May 23rd, 2002. Discovery Communication Inc. has presented several 
exhibitions, lectures and events in partnership with China’s museums, theaters and 
universities, providing a networking opportunity for general audiences, especially 
industry insiders and target audiences such as directors, media practitioners and 
students. 
     From 2003 to 2005, Discovery held a nationwide documentary film director’s 
awards competition in China. This competition attempted to find new talent that could 
co-produce their documentary project with Discovery’s support. This win-win idea 
gives the young director a chance to learn and make their dream come true; for 
Discovery, it’s an economical and effective way to gather ideas and sources. 
     After those events as a trial, in 2010, Discovery Channel and China’s State 
Council Information Office teamed up for a three-year production initiative named 
“China Imagica”. This project aimed to produce documentaries showcasing the many 
unique elements of China, including its citizens, places and what Discovery calls 
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‘things of magical interest.’ Those three projects are; China’s Man Made Marvels: 
Ancient Beijing and Man Made Marvels: Rebuilding Sichuan. The first two projects 
aired on the Discovery Channel in the second quarter of 2011, while the third, China, 
is one of Discovery’s first series filmed in 3D and aired on the Discovery 3D channel 
in 2011. It should be noted that the China Imagica project provided an important 
opportunity for Discovery producers and filmmakers to discuss and exchange 
information, which will offer guidance to producers and filmmakers involved in 
documentary production. Discovery also guaranteed that it would make its resources 
and expertise available for Chinese documentary directors, and to give them practical 
experience (Liu, 2009). 
     “With its amazing history and culture, the possibilities for documentary content in 
China are endless,” says Tom Keaveny, executive vice president and managing 
director, Discovery Networks Asia-Pacific (DNAP). “Adding to China’s many firsts 
in today’s technological and engineering achievements, we will be producing our first 
3D series as part of the China Imagica initiative. We are pleased to partner with SCIO 
to tell these intriguing stories and provide our viewers all over the world with a 
window to the wonders of China.” 26 
     Integrated Marketing 
     Discovery has cooperated with radio stations and utilized local websites to 
promote its brand. Discovery has established a marketing campaign that allows 
viewers to leave messages on their website and Weibo, which is an online social 
                                                  26 Barry Walsh. (2010). Discovery Channel teams up with Chinese government office 
for productions. Retrieved from http://realscreen.com/2010/11/19/discoverychina-20101119/#ixzz2K3AjuELc 
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networking service similar to Twitter, with 220,000 followers. It hosts regular online 
activities such as question and answer competitions with prizes for winners. 
     The website took an interactive approach to its marketing campaign, by asking 
viewers to participate by joining community events or photo competitions, and it has 
received more than three million page views since its launch (discovery.baidu.com, 
2013). 
     As a brand, Discovery established its original mission of satisfying curiosity and 
making a difference through its Discovery Education division and its Discovery 
Impact programs. In China, the education program has benefitted children within the 
community and works in concert with many other charities. In this way, Discovery 
has become a welcome and acceptable brand in China. 
Discovery In Taiwan  
     In 2000, Discovery entered the Taiwan market with the Animal Planet brand. 
During the following five years, Discovery achieved solid growth, especially after the 
establishment of multiple channels in 2003. Advertising revenue increased 109.3% in 
2003 versus the previous year (Su & Cheng, 2007). In 2004, because of a variety of 
cooperation methods with local companies and government, advertising revenue 
increased 33.33%. Discovery also progressed in executing their “glocal” strategy to 
strengthen the company’s content and brands, and bring the thrill of discovery to 
viewers within the local market. Content investment is the key to audience growth, 
not only in the U.S., but also in international markets. Upon airing a regular 
programming schedule in 2005 targeting female viewers, advertising revenue 
increased 155%.  This was considered a success in Taiwan. The full survey is 
available in Table C. 
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Table C: Advertising Revenue for 2001 to 2006 (Taiwan) (Su & Cheng, 2007) 
 
 
 
 
 
     In 2003, Discovery cooperated with local Taiwan organizations to produce 
programs and organize events; it was the first stage of the co-production plan in 
Taiwan. Discovery successfully produced new programs with a Taiwan theme, such 
as documentary films about Taiwan’s local culture, and then distributed those 
programs internationally. “Portraits Taiwan” is an example of one of these 
productions. Promotion for the Taiwanese brand involved local celebrities and famous 
hosts. In 2005, Discovery and the local government media bureau were co-investors 
in “Portraits Taiwan”, the first film about the Taiwanese culture produced by an 
international media group. During the production process, the top six teams 
competing from over 30 local production companies secured this co-production work. 
     This co-production model reveals Discovery Networks’ successful operating 
model in choosing themes, localizing content, securing funding, production process, 
and marketing strategy. Working with a local production team can help with the topic 
selection process because they are more familiar with the local environment and have 
a deeper understanding of local culture and background. Cooperating with local 
00.5
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governments can guarantee funding sources and also provides access to resources, 
such as interviews with leaders in culture, arts, science and many other different 
areas, otherwise inaccessible for an independent production team. 
     Discovery’s strategy for Taiwan was to develop a variety of channels that are 
jointly promoted, and to utilize already proven brands like Animal Planet. Another 
strategy was to involve local producers to co-produce programs under one well-
known brand name that could be easily sold. These types of cooperative projects have 
become more common in Taiwan.  
Co-Production Strategy 
     Waisbord noted（2004) that global co-production is a way to achieve content 
localization because it can combine the local culture to make the program acceptable 
for the local audience. Therefore,  “global uniform program format with local 
production” is the most common strategy for a global media firm.  
     Co-production is a way to reduce production costs, which, for Discovery 
Networks, is the main expense (Discovery Annual Report, 2012). Dawn L. McCall, 
the previous president of Discovery’s international business said that the average cost 
for producing one single episode is $400,000. Conversely, “Portraits Taiwan” 
consisted of 6 episodes, and was produced for $1,000,000, shared between Discovery 
and the Government Media Bureau (Herng Su, Shu-Wen Cheng, 2009). 
     Co-production provides a mechanism for sharing costs and highlighting regional 
cultures. As a non-fiction programmer, Discovery views China as a vast content 
library. Another advantage of local production is that it increases the brand impact of 
the parent company. For Discovery, local programming is not controlled directly by 
the Discovery Communication Inc.’s headquarters, but the success of local channels 
will benefit the entire company. Through cross selling, for example, a program made 
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by local Taiwanese production teams can be sold in Mainland China, therefore local 
co-production increases both the branding impact and the revenue for the entire 
company. 
SWOT Analysis 
       SWOT analysis is a structured planning method used to analyze the strengths, 
weaknesses, opportunities, and threats involved in a business venture.  
     Table D: SWOT analysis  
Strength: 
• Clear target audience 
• High production value 
• Loyal audience 
• Sustainable revenue source 
and suitable business model  
• Diversified business areas 
Weakness: 
• Standard content selection 
progress may lead to 
sameness of style and format 
• Laws and regulations may 
hinder the production 
process 
Opportunity: 
• The world's largest television 
market 
• The world's largest 
multichannel population 
• Demand for quality 
nonfiction programming 
• China is open for 
international business 
Threat: 
• Competition 
• Changes in consumer 
behavior and taste 
• New media 
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     Strengths 
     A. Clear target audience 
     Discovery Communication Inc. has specific target audiences for each network and 
market. In China, the target audience is well-educated, high-income viewers with 
curiosity and social impact. This clear positioning makes it easier in the production 
process because the taste level and the quality can be maintained. In the absence of a 
clear ability to predict audience behavior, a loyal audience is an asset.  
     B. High production value 
     High production values are at the start of a cyclical process, which leads to strong 
brand awareness and advertising revenue, which continues to fuel high production 
value. Discovery has developed a strong network of producers, experts and 
consultants lending credibility to their productions. They have an extensive library of 
content and own most rights to their programming and footage, which can be re-
edited and updated to provide different versions of a certain project or topic that can 
be revised for use in different local markets. “ Discovery’s underlying focus also 
remains the same: delivering long-term value by investing in high-quality content – 
with great stories and compelling characters that ignite curiosity and deliver the thrill 
of discovery – which can be leveraged around the globe and across a growing number 
of traditional and digital consumer platforms.”27 
     C. Sustainable revenue source and suitable business model  
     Though Discovery is a nonfiction media company rather than an integrated 
network, it has multiple distribution platforms, including digital distribution 
arrangements throughout the world, in addition to growing distribution and 
advertising revenue for its branded networks. 
                                                  27 Discovery Annual Report. (2012). Page13 
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     Discovery is also extending content distribution through new platforms and 
devices, including online streaming, mobile devices, and broadband channels, which 
provide promotional platforms and serve as additional sources for revenue.  
     Additionally, Discovery also generates revenue from derivatives such as books, 
games, toys and online shopping via associations and partnerships. 
     As a global media firm, Discovery’s international networks generate revenue from 
worldwide pay television markets, via operations centers in Miami London, and 
Singapore. “International Networks has one of the largest international distribution 
platforms of networks with as many as fourteen networks in more than 200 countries 
and territories around the world. At December 31, 2012, International Networks 
operated over 180 unique distribution feeds in over 40 languages with channel feeds 
customized according to language needs and advertising sales opportunities. 
International Networks also has free-to-air networks in the U.K., Germany, Italy and 
Spain and continues to pursue international expansion.”28 
     D. Diversified business areas 
     Discovery has three operations segments; U.S. Networks, mainly 
including domestic television networks, websites and digital distribution platforms; 
International Networks, consisting principally of international television networks and 
websites, and Education, offering standard-based educational product and service. 
Discovery is involved in entertainment, interactive multimedia, television production, 
publishing, international program sales, and distribution. In the international market, 
in addition to content distribution and advertising revenue, Discovery generates 
revenue from many related products, and promotes its products. 
     Weaknesses 
                                                  28 Discovery Annual Report. (2012). Page37 
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     Discovery has a standard content selection progress, which can guarantee program 
quality, but may lead to sameness of style and format, eventually leading to audience 
wearout. The length of time required to produce quality programming can delay 
response to changes in consumer tastes and acceptance. Another weakness is that 
Discovery must rely on distributors in international markets, thus agreements with 
distributors could contain “must carry” content, for example, extra advertising, that 
would impact Discovery’s brand image directly. 
     The Chinese market regulations imposed by the government can hinder the 
production process. Social sciences, history and related areas are key parts of 
Discovery’s content library, however, censorship issues must be addressed prior to 
production in order to avoid wasted expense on material not approved to air. This may 
limit production and business in China. 
     Opportunities 
     SARFT has issued a series of regulations and principles for the radio and 
television industry, illustrating a trend that makes the Chinese media market suddenly 
attractive to foreign media investment. The world's largest multichannel population, 
and the development of a legal pay TV market, indicates that this market is attractive 
for development. Population growth has made China the world's largest television 
market. The full survey is available in Appendix A. The media industry must react to 
consumer tastes and preferences; in China, regional TV stations which provide 
various programming genres, such as news, entertainment, sports, still dominate the 
market, but there is a trend that specialized channels will become more and more 
attractive because they can match the audience’ preferences. As this kind of media 
company, Discovery is facing a great development opportunity in China. 
     Threats 
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     The entertainment and media programming industry is a highly competitive 
business worldwide. The threats can be competitors in the same industry, for example, 
BBC and National Geographic, which offer high quality documentary programs. 
However, these two companies do not pay as much attention to the international 
market as Discovery does (Liangyou, 2010), so for Discovery, it is a good chance to 
establish its brand and gain a loyal audience. 
     Changes in consumer behavior resulting from new technologies and distribution 
platforms may threaten Discovery’s business. Discovery is focused on television, 
which represents the traditional media platform, so it faces emerging competition 
from digital distributors, some of which have greater financial, marketing and other 
resources. Content distributed by the Internet has become more prevalent as the speed 
and quality of broadband networks have improved. Digital media such as Hulu, 
Netflix, Apple TV, and Google TV, as well as digital gaming devices such as 
Microsoft's Xbox, Sony's PS3, and Nintendo's Wii, are aggressively establishing 
themselves as alternative video providers. These services and an expanding market 
for mobile devices allow users to view content with much more convenience. Devices 
that allow viewers to fast forward or skip commercials can change consumer 
behavior, adversely affecting Discovery’s advertising revenues. This situation 
requires a traditional media network to enhance its online product, developing 
streaming media in order to survive. 
Conclusion 
     Discovery Communication Inc. has established a model for foreign media 
companies that want to open new markets in China. As a content provider, high 
quality programming is always the key to success. Prior to production, the producer 
must have a clear specific target audience, and with consistency throughout the 
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process. High quality not only refers to the image quality, but the content must 
balance entertainment and information while telling a story. China is a complex and 
attractive market with great potential, but limitations and restrictions limit topic 
selection.  
     Branding strategy is critical to success. Discovery’s integrated marketing 
communication has widened the brand value chain, and help Discovery develop scale 
economics successfully, thus decreasing expenses. Discovery’s strategy not only 
applies to a foreign firm which plans to invest in China, but is also important for 
Chinese specialized channels. 
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